Introduction:
Every business enterprise needs to raise funds for procurement of physical resources. These physical resources are supportive to the smooth functioning of a firm. In an economy the savings of individual households are channelized to production units through intermediaries. Some intermediaries offer risk free returns to the investments. Some investors opt for bearing risk so as to witness capital gain by investing in stocks of the firms. In such scenario investors need a model so as to have an idea about the pattern of stock prices. Behavioural sciences are not like mathematical sciences where some predefined rule is there. So in such situation there is a need of a model that will capture the price fluctuations up to a greater extent. In 1950 Harry Markowitz propounded portfolio theory to reduce the risk associated with an investment. The first model in this regard was given by William Sharpe in 1964 and for this echelon he was also awarded Noble Prize. After that the literature of risk reduction witnessed a deluge of models. But all these models were based on CAPM (the model given by William Sharpe). It means CAPM became a basis for the development of other models. In (Fama & French, 1993 ) gave three factor model. It was also an extension of the benchmark CAPM. The additional two factors were size premium and value premium. The National Stock Exchange in India is one of the key players through which investments are made in stocks. NSE of India maintains indices for 11 sectors. The present study is an attempt to get a practical at hand of prediction of returns of these sectors on the basis of one factor models, two factor models and three factor model. risk premium. In factor model size premium is very weakly related to the returns and value premium is better than the size premium. In all three combinations of single factor model there is a strong evidence of market risk premium. In two factor model market risk premium and value premium better explain the returns of the stocks. Three factor model better explain the return of stock to one factor model. (Connor & Sehgal, 2001 ) confirmed the applicability of three factor model in Indian Stock Market. (Pandey, 2001) analysed the effects of size, B/M ratio and other predictors on expected returns of assets for Malaysian firms. It was concluded that size and B/M ratio has a significant effect on expected return of the asset. Size has a converse relationship with the return of the asset. B/M ratio has a positive relationship with the asset return. (Aksu & Onder, 2003) said that high value assets play a significant role in accessing the return of the asset. Also small size stocks have a significant contribution in predicting the returns. For individual asset return the models are witnessing the market risk premium and the size premium significant but the value premium didn't show any significant relationship with the return of the asset. But for portfolio asset return, in the models all predictors were found to be significant. Apart from CAPM the additional predictors namely size premium and value premium add to the explanatory power of the model. (Gaunt, 2004) concluded that value premium sorted portfolios play a significant role in asset pricing other than market risk premium. (Bartholdy & Peare, 2005) conducted a survey on NYSE and concluded that neither CAPM nor Fama and French three factor model is having quality necessary to explain the return of an underlying asset. (Bahl, 2006) also concluded that Fama and French three factor better explains the cost of equity. It was also said that there was no abnormal profit in the model. (Kapur, 2007) said that the market risk premium has a significant effect in predicting the returns of the assets. The other two factors are somewhere significant and somewhere not. The three factor model keeps a better explanation of returns of stocks to one factor model. (Mehta & Chander, 2010) found that three factor model is definitely a better model is definitely a better model than one factor model than one factor model especially in case of small capitalisation portfolios. Market risk premium and value premium was best model in two factor models. In two factor models size premium and value premium were inable to explain the returns. (Taneja, 2010) concluded that there is a need of comprehensive and thorough study of Fama and French three factor model in Indian Stock Market. The two factor model market and size factors explain the expected return of the asset better than to the conventional CAPM and three factor model. (Al-Mwalla & Karasneh, 2011) found that the CAPM single factor model is incapable of predicting the returns of the underlying asset especially in case of portfolio returns. It is expected that higher beta coefficients implies higher returns but an antithesis situation was found. The risk associated with assets having big capitalisation was higher than small capitalisation assets. The Fama and French three factor model proved itself to be superior to the single factor model CAPM. The two factor model with explanatory variables market risk premium and value premium shows reconcilable relation to return of the underlying asset. (Bhatnagar & Ramlogan, 2012) said that investment on the basis of value is better than based on size. The data evidences support the three factor model more than one factor model. Hamid, Z. et al. (2012) concluded that one can't nullify the applicability of Fama and French three factor model in banking firms of Karachi Stock Exchange.
Objectives of the study:
 To determine the explanatory power of the asset pricing models for different sectors in Indian Capital Market.  To analyse the effect of market risk premium on return of the asset as per the asset pricing models for different sectors in Indian Capital Market.  To analyse the effect of size premium on return of the asset as per asset pricing models for different sectors in Indian Capital Market.  To analyse the effect of value premium on return of the asset as per asset pricing models for different sectors in Indian Capital Market.
Research Methodology:
The On the basis of BE/ME ratio and market capitalisation Nifty 50 companies were divided into six portfolios (SH, SM, SL, BH, BM & BL). The portfolios were changed quarterly based on market capitalisation and BE/ME ratio. If there is an interim change in the list of Nifty 50 list within the quarter the portfolios were reconstructed with the effective date. On the basis of market capitalisation there were two division's namely big capitalisation and small capitalisations. The companies having market capitalisation less than the median were placed under small capitalisation firms and rest under big capitalisation firms. On the basis of value three categorisations were made namely large value firms, mid value firms and high value firms (0 to 30 th percentile, 30 th to 70 th percentile and 70 th & above percentile respectively). Daily SMB and HML data were calculated as follows, (4) & (5) Hypotheses to be tested:
There is no abnormal profit (α=0) II. H02: There is no significant effect of market risk premium on the return of the asset (β 1 =0). III. H03: There is no significant effect of size premium on the return of the asset (β 2 =0). IV. H04: There is no significant effect of value premium on the return of the asset (β 3 =0).
Findings and Discussions:
Table 1: Regression Analysis in case of NIFTY Auto In case of MKT as the dependent variable the Fstatistic is found to be significant at 1% level of significance. The intercept term and the coefficient term are also significant at 1% level of significance. This is the case of conventional CAPM model and the model captures the return by 54.47%. The F-statistic is found to be significant in case of the model in which SMB acts as an independent variable. The intercept term and the coefficient term of SMB are also found to be significant at 1% level of significance. The explanatory power of the model is very weak. In case of HML the explanatory power is 12.33%. In this case F-statistic, intercept term and coefficient of HML are found to be significant. If SMB is added to the conventional CAPM the explanatory power increases a little bit. The F-statistics, the intercept term and the coefficients of MKT and SMB were found to be significant at 1% level of significance. The two factor model in which MKT and HML are independent variables is having explanatory power of 55%. Fstatistic, intercept term and the coefficients all found to be significant. In case of SMB and HML the explanatory power is found to be very low. The Fama and French three factor model is having the highest explanatory power. The F-statistic, the intercept term and the coefficient terms all found to be significant at 1% level of significance. In case of MKT as the independent variable in one factor model, the Adj. R 2 is 70.18% and the intercept term is insignificant. If SMB is the predictor, the data evidences are supporting the null hypothesis that there is no significant relationship between predictor and the response variable. Lastly if is the predictor the explanatory power of the model is very low. If MKT and SMB are the predictors, the two factor model is having an explanatory power of 70.20%. In this model the hypothesis that there is a significant effect of size premium is ceased to be accepted. If SMB is replaced by HML the Adj. R 2 increases and is very close to three factor model. Lastly, in case of SMB and HML the explanatory power found to be very low. In three factor model the Adj. R 2 is little bit more than the conventional CAPM. Table 4 : Regression Analysis in case of NIFTY FMCG In CAPM the model is found to be significant with an explanatory power of 31.35%. In one factor model if SMB acts an independent variable the model is insignificant and worst fit. In case of HML the model is fit but having very low explanatory power. When SMB is added to the conventional CAPM, the model is fit with insignificant intercept term and coefficient of SMB. The explanatory power of the same was found to be 31.31%. The two factor model with MKT and HML as independent variables the explanatory power was found to be 34.08% with insignificant intercept term. In case of SMB and HML as predictors the explanatory power was found to be 0.23% only although the model is fit. The Fama and French three factor model was also found to be significant with an insignificant coefficient term of SMB and having an explanatory power of 34.05%. Table 5 : Regression Analysis in case of NIFTY IT The CAPM model is having very low explanatory power. In case of SMB and HML both, the model finds itself incapable of explaining the return. When HML is added to MKT as predictor, the explanatory power was found to be 33.68%. When we consider MKT and HML as predictors the power with which the model explains the return is 37.33%. But in this case the coefficient of MKT and the intercept term are found to be insignificant. In case of SMB and HML the value of the Adj. R 2 was found to be very low and coefficient of HML is insignificant. In Fama and French three factor model the explanatory power is better than the conventional CAPM. Table 6 : Regression Analysis in case of NIFTY Media In case of one factor model the CAPM is having an explanatory power of 33.88%, but the intercept term was found to be other than zero. As soon as the MKT is replaced by SMB in one factor model, the model loses its power to a greater degree and with a possibility of abnormal profit. Again when we replace SMB with HML the Adj. R 2 was found to be 10.86%. In two factor model when the independent variable is MKT and SMB the intercept term is insignificant and Adj. R 2 is 35.29%. In case of SMB and HML the value of the explanatory power is very low. The three factor model is having insignificant intercept term with an explanatory power of 37.85%. Table 7 : Regression Analysis in case of NIFTY Pharma The conventional CAPM model was found to be significant at 1% level of significance and with an explanatory power of 30.73%. In case of SMB, the model is also significant with an Adj. R 2 of 2.27%. In case of HML the one factor model, the data evidences are not supporting the alternative hypothesis that there is a significant effect of HML on the return of the asset. In two factor model when MKT and SMB act as predictors, the model is found to be significant at 1% level of significance with an explanatory power of 33.22%. When MKT and HML act as predictors of the return of the asset, the model is found to be significant at 1% level of significance with an Adj. R 2 of 35.53%. In case of SMB and HML the explanatory power is very low. In case of three factor model the intercept term is insignificant at 5% level of significance with an explanatory power of 38.80%.
Table 8: Regression Analysis in case of NIFTY Private Bank
The one factor CAPM model has an explanatory power of 64.80%. The case when SMB is the independent variable the model is worst fit with an explanatory power of -0.02%. Also, the model as well as the coefficient of SMB was not found to be significant. The one factor model of HML has a power of 21.99%. In two factor model where MKT and SMB are the predictors the model is found to be significant with Adj. R 2 of 64.79%, but in this case the coefficient of SMB is found to be insignificant. In case of MKT and HML as predictors the model is significant with an explanatory power of 68.02%. SMB and HML as independent variables have an explanatory power of 22.29%. The Fama and French three factors model is significant and have an explanatory power of 68.08%. Table 9 : Regression Analysis in case of NIFTY PSU Bank The CAPM model has an explanatory power of 45.10% and the model was found to be significant. The CAPM model has an insignificant intercept term. In case of SMB, the model is significant and the intercept term was found to be insignificant. The model with HML as the independent variable was found to be significant with an explanatory power of 36.54%. The two factor model with MKT and SMB as predictors has an explanatory power of 46.45% with an insignificant constant term. When SMB is replaced by HML, the two factor model has an explanatory power of 59.54% with a possibility of intercept term.
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In case of SMB and HML the Adj. R 2 was found to be 36.83%. The Fama and French three factors model is having an insignificant constant term with an explanatory power of 60.15%. Table 10 : Regression Analysis in case of NIFTY Realty In case of one factor CAPM model, the model is found to be significant with an insignificant constant term and an explanatory power of 46.09%. The one factor model where SMB is the predictor the model is found to be very weak. The two factor model where MKT and SMB act as predictors, the model, and the model is fit with an insignificant constant term and the power of the model was found to be 50.55%. The model in which MKT and HML are the independent variables, the model is significant with an explanatory power of 54.89% and insignificant constant term. The SMB and HML have an explanatory power of 30.55% with an insignificant constant term. The three factor model is having a power of 58.22%.
Conclusion:
In NIFTY Auto the Fama and French three factor model is healthier than the conventional CAPM and the two factor models. The two factor model in NIFTY Auto with market risk premium and size premium as explanatory variables has a very close capturing power with the three factor model. In NIFTY Bank, the CAPM model is robust but not healthier to the three factor model. The two factor models in this sector are also strong and are very close to the three factor model except for size premium and value premium as predictors. In NIFTY Financial Services also the models are witnessing same result as that of the NIFTY Bank. In NIFTY FMCG the CAPM as well as the Fama and French three factor model are very weak. For this sector the two factor model with market risk premium and value premium as independent variable is salubrious than the three factor model. For NIFTY IT also the explanatory powers are very low for different sort of portfolios, but the three factor model is wholesome than the conventional CAPM. The CAPM for NIFTY Media is also weak, but the three factor model is stronger. In NIFTY Pharma the returns of the assets are unable to be captured by the CAPM as well as Fama and French three factor model, but the three factor model is found healthier than CAPM. In NIFTY Private Bank the CAPM and Fama and French model are wholesome and three factor model is robust than CAPM. In NIFTY PSU Bank the one factor models, two factor models and the three factor model are not very strong but the three factor model is stronger than the CAPM. For NIFTY Realty weak models are evident but the three factor model proved to be a good model than CAPM. The CAPM and Fama and French three factor models are evidencing to be weak for non-financial sectors than to financial sectors. Fama and French three factor model proved to be a good model than the conventional CAPM. The two factor model with market risk premium and value premium as predicting variables gives a result very close to the three factor model. Sometimes the size premium doesn't show any relation with the return of the asset. So it can be concluded that in India also CAPM is alive and has proven itself for the development of other models. But the two factor model with market risk premium and value premium as independent variables and the Fama and French three factor model are superior to the conventional CAPM. *** indicates significant at1%, ** indicates significant at 5% and *indicates significant at 10% 
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